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Sharikov of the Electrical Industry 
Division of USIA called Directors Rudolf Devid and Johann Zehetner of 
Sisnens-Schuckert, Nibelungengasse, to a meeting in USIA Neadquarters, 
The mecting vas attended by Ivanov,* Kossov® and an unidentified high~ 
ranking eivilien who the source belisves my have been Tikhomirov®, The 
subject of the diseussion was the recent price cuts by noneUSIA Siemens= 
Sehuckert, Wibelungengasse**, 


At this third necting, the Soviets suggested that the Sienens-chuckert, 
Uibelungengasse representatives use their influenee with the Austrian 
Governnaent to stop construction of the CEG works in Deuchendorf Styria, 

and also requested the noneUJSIA Siemens to stop production of electric 
noters in its Salzburg and Vienna factories, The Soviet raprasentatives 
stated that as the cessation of this preduction would mean a loss for 25X1A 
Siemens-{ichuckert, Wibelungengasse, USIA would be willing to purchase the 
entire stock of motors on hand, raw materials, spare parts, and the entire 
inventory of capital geods used in producticn. 

this mterial is valued at approximately six to e117. on Austrian 
schillings. David and Zehetner refused on the grounds that this vould 

give «= monopoly on the production of electric motors to USIA. ‘fhe Soviets 
then countered with a proposal that Siemens<Schuckert ,ibeluncengasse enter 
into a price agreenent with USIA and raise the prices of their 4 to 7.5 hp 
electric notors to the USIA level for the sane items. David and Zehetner 
refused on the basis that this would constitute a form of cartel forbidden 
by Austrian lew and contrary te the policies of the Allied Council. The 
Soviets then warned that USIA would continue to block deliveries to non-USTA 
Siconens and would enter into severe competition. 


Since tiis mecting, USIA has rade new contracts with its Austrian customers, 
cutting prices on motors by 25 percent, and has offered better discounts for 25X41 


large orders, USIA hes also approached non-USIA customers in the Vestern 
Zones of Austria, offering copper wire, and other electrical equipment at . 


prices 30 nercent below those of Sienens-libelungensasse, ane eee 
the Upver Austrian Government is concerned over the foviet a NL Ab eGCOnormic 


infiltration of the western provinces. - 
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he ee Soviets are preparing for a price war with the 
non-USIA electrical industry. He states that USIA's previous profit margin 


on schilling sales was sufficient to permit large exports of electric 
motors for hard currency at prices undercutting the world market. The hard 
eurrency that was accrued was used to purchase copper and other hard items 
abroad. A price cut in the local schilling narket would thus remove the 
profit wargin and curtail hard currency exports. ere ee 
beliove that USIA ean afford a 25 percent cut to meet new non-USIA Siemens 
prices, even if the export rarket is given up. that USIA 
plants produce 2,000 motors of all types per month at an average production 
cost of 1,500 schillings cach. A price cut to 25 percent would thus mean 
the loss of 750,000 schillings per nonth which could not be borne over 4& 
long period. Sjemens=iibelunzengasse, however, plans to cut prices an 
additional 5 percent after the Deuchendorf project begins production some~ 
tine in July 1949. 


ae Ivanov is evidently Capt. Ivanov, Cormercial Director 

or the ©: and Purchases Office of the Electrical Industry Division of 

USTIA. Kossov is probably identical with Col. Kosov of thd “lectrical 
Industry Division of USIA. Tikhomirov is General Director of USIA. 


aed ey Two previous meetings were held between representatives 
or Tienens—llibelungengasse and the Electrical Industry Division of USIA. 
At that tine the Soviets offered a compromise on prices of electric motors, 
asked that the project in Deuchendorf, ‘tyria be halted, and threatened 
cessation of USIA deliveries of electrical equipment to non-USIA plants 
in case of non-compliance. The deliveries were stopped but, according 


25X1A ae loss of these supplies could be made up, once the 
Deuchendorf project begins production. 
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